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For the month of June, Urea sales were down by -10%m/m to arrive at 622kT whereas DAP
sales were up by 2.8x m/m. Overall for 7MCYY21, Urea sales are up by +8%y/y to arrive at
3500kT whereas DAP sales were down by -6%y/y to arrive at 794kT.Pricing power of key
manufacturers remain strong with gap between international and domestic Urea prices
hovering at ~ PKR 3000/bag, a discount of 65% from local prices. On the other hand, DAP
margins are hovering at a high of ~ USD 200 with domestic DAP prices recently witnessing a
raise of PKR 200 in to arrive at PKR 6000/bag.

Jul-21 - Fertilizer Offtakes for 7MCY21 clock in at 470kT, down by -6%y/y

As per the latest published data by National Fertiliser Development Centre (NFDC), total nutrient
offtake was registered at 470K tons, down by -6%y/y.

Urea offtakes propped by +8%y/y to arrive at 622kT

Urea off ticks exhibited a growth of +8%y/y with FFC and FFBL leading the growth chart
(+113%m/m & +57%m/m respectively) while FATIMA and EFERT witnessed a downtick in sales
(-28%m/m , -18%m/m respectively). Similarly on a cumulative basis, Urea sales for 7MCY21 are
up by 8% to arrive at 3500kT as compared to 3246kT in same period last year. The increase is
primarily attributable to i) better farm economics with improvement of +52%/+46%/2x
registered in net income per acre for Wheat, Sugar and Cotton CY21 ii) anticipation of PKR
50/bag price hike in Aug’21. However on a sequential basis urea volumes contracted by -
10%m/m owing to seasonal factors arising from end of Kharif sowing season.
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Drastic Surge in DAP prices drags DAP volume to 193kT (+2.8xm/m, -14%y/y)

Cumulative DAP sales posted a growth of 2.8x(-14%y/y) to arrive at 193kT during the month of
Jun’21. This takes 7MCY21 DAP sales to 323kt as compared to 356kT during same period last
year, down by -7%y/y. On a sequential basis, FFC, EFERT and FFBL witnessed a growth in
offtakes of 3xm/m (-89%y/y), 4x m/m, (-12%y/y), and 100%m/m, (-91%y/y) respectively.

Sequential growth in offtakes is driven by i) low base effect from the previous months sale of
68KkT ii) Pre-buying by dealers with onset of Rabi season with expectations of further hike in
domestic DAP prices. On the other hand, decline on annual basis is largely led by i) record high
DAP prices of ~ PKR 6000, up by +65%y/y, mitigating the impact of PKR 1000 DAP subsidy ii)
Closure of RLNG plants in July.

Outlook

On the pricing front we expect Urea and DAP prices to remain up beat. The gap between local
and international Urea widens with local prices standing at a high of ~PKR 1,780 allowing
fertilizer manufacturers to retain strong pricing power to pass the impact of rise in gas prices
or other input costs. On the other hand, global demand and supply situation for DAP keeps
International DAP prices on an upward trajectory which are hovering at a high of ~ USD 600 in
Jul’21. This allows FFBL to capitalize on the high margins which are currently around ~ 200
USD.

Furthermore, closure of RLNG plants till sep’21 will further impede fertilizer production amid
an ongoing supply glut.
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Exhibit: Monthly Fertiliser Offtake

July 2021
.. \Urea-CompanyWise
inktons | . Jul21 | Jun-21  m/m  Jul-20  yfy < 7M2021 7M2020  yfy
FFC 237 247 -4% 111 113% 1,368 1,382 -1%
EFERT 240 256 -6% 334 -28% 1,408 1,203 17%
FATIMA 78 99 -21% 95 -18% 402 340 18%
FFBL 50 54 -7% 32 57% 269 297 -9%
Others 17 0 n.m. 3 498% 17.0 24 -30%
Total 622.0 690.0 -10% 575 8% 3,520 3,246 8%
] DAP--CompanyWise
inktons . Jul-21  Jun-21  m/m  Jul-20 yfy < 7M2021 7M2020 _ yfy_
FFC 26 1 28x 17 49% 91 60 53%
EFERT 36 12 3x 334 -89% 132 181 -27%
FFBL 93 23 4x 32 193% 323 356 -9%
Others 0 0 n.m. 3 -100% 16 3 480%
Total 193.0 68.0 184% 226 -14% 795 846 -6%
Source: |Gl Research, NFDC
Source: |Gl Research, NFDC
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Exhibit: Monthly Fertilizer Offtake and Production

July 2021

Offtake
inktons 21 Jun21  m/m 20 y/y  7M2021 7M2020  yfy
Urea 622 690 0% 575 8% 350 3246 8%
DAP 193 36 330% 226 -31% 794 846 -6.1%
CAN 71 51 40% 86 -17% 489 379 29%
NP 70 30 134% 88 -20% 354 368 -4%
NPK 7 4 65% 5 21% 44 40 9%
Total 925 777 19% 980.2 -6% 5,201 4,879 7%

Source: |Gl Research, NFDC
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Exhibit: Urea sales and historic average

Exhibit: Urea market share company-wise
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Exhibit: Dap sales and historic average Exhibit: Dap market share company-wise
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Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the security/securities discussed in this report
accurately reflect his or her or their personal views and that he/she has not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views in this report. The analyst(s) is principally responsible for the preparation of this research report and that he/she or his/her close family/relative does
not own 1% or more of a class of common equity securities of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by I1GI Finex Securities Limited and is for information purposes only. Whilst every effort has been
made to ensure that all the information (including any recommendations or opinions expressed) contained in this document (the information) is not misleading or unreliable,
IGI Finex Securities Limited makes no representation as to the accuracy or completeness of the information. Neither, IGI Finex Securities Limited nor any director, officer or
employee of IGI Finex Securities Limited shall in any manner be liable or responsible for any loss that may be occasioned as consequence of a party relying on the
information. This document takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further professional advice
before making any investment decision. The subject Company (ies) is a client of the IGI Finex Securities Limited and IGI Finex Securities offers brokerage services to subject
company (ies) on a regular basis, in line with industry practice. This document and the information may not be reproduced, distributed or published by any recipient for any
purpose. This report is not directed or intended for distribution to, or use by any person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain exclusive of tax) of the security
in stated time period, as follows:

Recommendation Rating System

Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)

Hold If target price on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Time Horizon: Dec — 2021

Valuation Methodology: The analyst(s) has used following valuation methodology to arrive at the target price of the said security (ies):

RBDCF (Reserve Based DCF Valuation)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical risks. The performance of
company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and political conditions. Hence, there is no assurance or
guarantee that estimates, recommendation, opinion, etc. given about the security (ies)/company (ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment analyst or advisor. It
represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment, Last Closing: Latest closing price, Market Cap.:
Market capitalization is calculated by multiplying a company's shares outstanding by current trading price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return
on equity is the amount of net income returned as a percentage of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B:
Price to Book ratio used to compare a stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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